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[Footer]	
  

Key	
  Findings	
  

!  Logis.cs	
  costs	
  for	
  the	
  average	
  company	
  in	
  the	
  database	
  are	
  9.56	
  percent	
  of	
  sales	
  and	
  $74.07	
  per	
  hundredweight	
  shipped.	
  	
  

!  Logis.cs	
  costs	
  as	
  a	
  percent	
  of	
  sales	
  increased	
  moderately	
  (2	
  to	
  3	
  percent)	
  from	
  2014	
  to	
  2015.	
  	
  	
  
	
  	
  
!  Logis.cs	
  costs	
  per	
  hundredweight	
  shipped	
  increased	
  by	
  6	
  to	
  7	
  percent	
  from	
  2014	
  to	
  2015.	
  
	
  	
  
!  Transporta.on	
  and	
  warehousing	
  costs	
  drove	
  the	
  increase	
  while	
  inventory	
  carrying	
  costs	
  slightly	
  decreased.	
  	
  
	
  	
  
!  Overall	
  logis.cs	
  costs	
  are	
  con.nuing	
  on	
  an	
  upward	
  trend.	
  	
  
	
  	
  
!  Companies	
  with	
  higher	
  product	
  values	
  con.nue	
  to	
  have	
  lower	
  logis.cs	
  costs.	
  	
  
	
  	
  
!  Smaller	
  companies	
  con.nue	
  to	
  have	
  higher	
  logis.cs	
  costs.	
  	
  
	
  	
  
!  Service	
  performance	
  levels	
  show	
  a	
  reduc.on	
  in	
  cycle	
  .me	
  (from	
  Order	
  to	
  Average	
  Delivery)	
  and	
  a	
  decrease	
  in	
  product	
  availability.	
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[Footer]	
  

Background	
  on	
  Establish	
  Davis	
  Database	
  

Brief	
  History	
  of	
  the	
  
Database	
  

•  Since	
  1974,	
  Establish	
  Davis	
  Database	
  contains	
  logis.cs	
  costs	
  and	
  service	
  performance	
  levels	
  for	
  a	
  vast	
  range	
  of	
  industries	
  
•  Submissions	
  are	
  annually	
  summarized	
  to	
  track	
  logis.cs	
  costs	
  and	
  service	
  performance	
  levels	
  and	
  trends	
  

Parameters	
  Measured	
  

"  Transporta.on	
  costs	
  
"  Warehousing	
  costs	
  
"  Customer	
  service/order	
  entry	
  
"  Administra.on	
  costs	
  
"  Inventory	
  carrying	
  costs	
  

Why	
  Companies	
  
Benchmark?	
  

•  To	
  iden.fy	
  opportuni.es	
  and	
  trends	
  (cost	
  and	
  service	
  performance	
  drivers)	
  in	
  their	
  logis.cs	
  costs	
  
•  To	
  know	
  where	
  to	
  focus	
  next	
  to	
  improve	
  company’s	
  logis.cs	
  network	
  from	
  the	
  perspec.ve	
  of	
  cost	
  and	
  service	
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Par&cipate	
  and	
  Get	
  Your	
  Own	
  Customized	
  and	
  Detailed	
  Report	
  –	
  It’s	
  Free	
  

Compare	
  to	
  
companies	
  in	
  
your	
  industry	
  

"  Establish	
  Davis	
  Database	
  provides	
  a	
  great	
  methodology	
  for	
  
benchmarking.	
  By	
  par.cipa.ng	
  you	
  get	
  a	
  unique	
  comparison	
  to	
  
relevant	
  companies	
  and	
  your	
  ranking	
  among	
  them	
  

Compare	
  to	
  
companies	
  in	
  
your	
  size	
  

Compare	
  to	
  
companies	
  with	
  
the	
  same	
  type	
  of	
  
goods	
  

"  The	
  company	
  size	
  can	
  affect	
  the	
  logis.cs	
  costs	
  with	
  up	
  to	
  50%	
  	
  

"  Logis.cs	
  costs	
  for	
  heavy	
  goods	
  differs	
  from	
  light	
  and	
  expensive	
  goods	
  

Find	
  out	
  how	
  you	
  
rank	
  compared	
  
to	
  similar	
  
companies	
  

"  A	
  very	
  valuable	
  informa.on	
  is	
  where	
  your	
  colleagues	
  are	
  with	
  
costs	
  and	
  performance	
  

Why	
  is	
  it	
  free?	
  

"  The	
  more	
  par.cipants	
  the	
  higher	
  value	
  of	
  the	
  database	
  	
  
"  Establish	
  wants	
  to	
  be	
  associated	
  with	
  valuable	
  insights	
  within	
  	
  

Supply	
  Chain	
  Management	
  

Why	
  Par&cipate?	
   Example	
  of	
  a	
  Customized	
  Report	
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Par&cipa&ng	
  is	
  Easy	
  	
  

Industry	
  
Classifica&on	
  

•  Manufacturer	
  /	
  Wholesaler	
  /	
  Retailer	
  
•  Durable	
  /	
  Non	
  durable	
  
•  Consumer	
  /	
  Industrial	
  
•  Commercial	
  /Ins.tu.onal	
  N

at
ur
e	
  
of
	
  

Bu
si
ne

ss	
  

Net	
  Sales	
  

Si
ze
	
  o
f	
  B

us
in
es
s	
  

Weight	
  Shipped	
  

#	
  Shipping	
  Points	
  

#	
  Lines	
  /	
  Orders	
  /	
  
SKUs	
  

•  Last	
  fiscal	
  year	
  (LFY)	
  revenue	
  (USD)	
  

•  LFY	
  total	
  weight	
  shipped	
  (LBS)	
  

•  Total	
  number	
  of	
  shipping	
  points	
  

•  LFY	
  total	
  number	
  of	
  lines	
  /	
  orders	
  /	
  SKUs	
  

Lo
gi
s&
cs
	
  C
os
ts	
   Transporta&on	
  

Warehousing	
  

Inv.	
  Carrying	
  cost	
  

OECS	
  /	
  Admin	
  

•  Inbound	
  and	
  outbound	
  

•  Labor,	
  space,	
  energy,	
  equipment,	
  computer	
  and	
  material	
  

•  Measured	
  at	
  18%	
  of	
  average	
  inventory	
  value	
  

•  Costs	
  for	
  order	
  entry,	
  customer	
  service	
  and	
  admin	
  

KP
Is	
   Customer	
  service	
  

performance	
  
measures	
  

•  Total	
  order	
  cycle	
  .me	
  
•  Product	
  availability	
  (orders,	
  lines	
  and	
  units)	
  

Overview	
  of	
  Par&cipant’s	
  Input	
   How	
  to	
  Par&cipate	
  

•  Par.cipate	
  on-­‐line	
  
•  hfp://www.establishinc.com/supply-­‐chain-­‐consul.ng-­‐

services/benchmarking/par.cipate-­‐online	
  
•  Any	
  ques.ons	
  or	
  need	
  help?	
  
•  Call	
  866-­‐342-­‐1560	
  and	
  a	
  logis.cs	
  expert	
  will	
  be	
  happy	
  
to	
  help	
  you	
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Average Logistics Costs Comments	
  

•  This	
  table	
  can	
  be	
  used	
  for	
  a	
  generic	
  analyses	
  
about	
  logis.cs	
  costs	
  since	
  it	
  is	
  an	
  average	
  cost	
  
within	
  the	
  par.cipants	
  

•  Inventory	
  carrying	
  cost	
  is	
  lower	
  for	
  many	
  
companies	
  then	
  what	
  is	
  shown	
  here	
  since	
  it	
  is	
  
calculated	
  based	
  on	
  a	
  common	
  interest	
  rate	
  for	
  
comparability	
  reasons	
  

	
  

Cost	
  (Average	
  Company)	
  

%	
  of	
  Sales	
   $/CWT	
  

Transporta.on	
   4.62%	
   $34.16	
  

Inventory	
  Carrying	
   2.19%	
   $13.56	
  

Warehousing	
   2.16%	
   $23.41	
  

Customer	
  Service	
   0.37%	
   $1.95	
  

Administra.on	
   0.22%	
   $0.98	
  

Total	
   9.56%	
   $74.07	
  

Average	
  Company	
  2015	
  Logis&cs	
  Costs	
  and	
  Cost	
  per	
  Hundredweight	
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Breakdown of Logistics Costs and Cost per Hundredweight ($/CWT) Comments	
  

•  Transporta.on	
  is	
  the	
  domina.ng	
  cost	
  
regardless	
  of	
  the	
  methodology	
  used	
  for	
  
calcula.on.	
  

•  Warehousing	
  costs	
  have	
  a	
  higher	
  importance	
  
when	
  calculated	
  based	
  on	
  weight.	
  There	
  is	
  a	
  
correla.on	
  between	
  weight	
  and	
  volume,	
  which	
  
is	
  a	
  main	
  driver	
  for	
  warehousing	
  costs	
  

Transporta&on	
  

Inventory	
  Carrying	
  

Customer	
  Service	
  

Administra&on	
  

Warehousing	
  

Cost	
  as	
  a	
  Percent	
  of	
  Sales	
  

Cost	
  per	
  Hundredweight	
  ($/CWT)	
  

Average	
  Company	
  2015	
  Logis&cs	
  Costs	
  and	
  Cost	
  per	
  Hundredweight	
  as	
  %	
  of	
  Total	
  

2.3%	
  

3.9%	
  

22.6%	
  

22.9%	
  

48.4%	
  

Adm ini s tr at ion

Cust omer 	
  Ser vice

Wareho usi ng

I nven tor y	
  Car r ying

Tr ansp ort at ion

Transporta&on	
  

Warehousing	
  

Customer	
  Service	
  

Administra&on	
  

Inventory	
  Carrying	
  

1.3%	
  

2.6%	
  

18.3%	
  

31.6%	
  

46.1%	
  

Adm ini s tr at ion

Cust omer 	
  Ser vice

I nven tor y	
  Car r ying

Wareho usi ng

Tr ansp ort at ion
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Company	
  Size	
  vs.	
  Logis&cs	
  Costs	
  as	
  a	
  Percent	
  of	
  Sales1	
   Comments	
  

•  The	
  economy	
  of	
  scale	
  is	
  prominent	
  when	
  
correla.ng	
  the	
  logis.cs	
  costs	
  to	
  the	
  size	
  of	
  the	
  
companies,	
  measured	
  in	
  revenues	
  

•  A	
  second	
  reason	
  for	
  the	
  correla.on	
  is	
  that	
  the	
  
larger	
  companies	
  tend	
  to	
  have	
  products	
  with	
  
higher	
  value	
  

•  There	
  is	
  a	
  threshold	
  when	
  companies	
  reach	
  
around	
  $100m	
  in	
  revenues	
  when	
  they	
  tend	
  to	
  
get	
  more	
  professional	
  in	
  the	
  logis.cs	
  and	
  also	
  
have	
  the	
  size	
  to	
  leverage	
  in	
  freight	
  nego.a.ons	
  

Larger	
  Companies	
  Con&nue	
  to	
  Experience	
  Lower	
  Logis&cs	
  Costs	
  

11.4%	
  

8.8%	
  

7.9%	
  

4.5%	
  

0.0%

3.0%

6.0%

9.0%

12.0%

15.0%

<$100m $100m	
  -­‐	
  $500m $500m	
  -­‐	
  $1,000m >$2,000m

Lo
gi
st
ic
s	
  C

os
ts
	
  a
s	
  %

	
  o
f	
  S
al
es

1	
  The	
  sample	
  consists	
  of	
  company	
  records	
  between	
  2009-­‐2015	
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Companies	
  with	
  High	
  Product	
  Value	
  Con&nue	
  to	
  Experience	
  Lower	
  Logis&cs	
  Costs	
  
Product	
  Value	
  vs.	
  Logis&cs	
  Costs	
  as	
  a	
  Percent	
  of	
  Sales1	
   Comments	
  

•  The	
  result	
  is	
  intui.ve	
  since	
  products	
  that	
  are	
  
large	
  and	
  have	
  low	
  value	
  are	
  more	
  expensive	
  to	
  
transport,	
  handle	
  and	
  store.	
  It	
  is	
  however	
  
important	
  to	
  compensate	
  for	
  in	
  a	
  
benchmarking	
  exercise.	
  	
  

10.4%	
  

9.8%	
  

5.4%	
  

4.3%	
  

0.0%

3.0%

6.0%

9.0%

12.0%

15.0%

<$5 $5	
  -­‐	
  $10 $10	
  -­‐	
  $20 >$20

Lo
gi
st
ic
s	
  C

os
ts
	
  a
s	
  %

	
  o
f	
  S
al
es

1	
  The	
  sample	
  consists	
  of	
  company	
  records	
  between	
  2009-­‐2015	
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9.6%	
  

Logistics Costs as a Percent of Sales (1974-2016) Comments	
  

•  The	
  average	
  cost	
  as	
  a	
  percent	
  of	
  sales	
  is	
  s.ll	
  
increasing,	
  though	
  it	
  is	
  star.ng	
  to	
  level	
  off	
  Motor	
  Carrier	
  Act	
  and	
  

Staggers	
  Rail	
  Act	
   Market	
  Crash	
  

Technology	
  Advances	
  

Domes&c	
  
Manufacturing	
  

Shid	
  to	
  Offshore	
  
Manufacturing	
  

Logis&cs	
  Costs	
  as	
  a	
  Percent	
  of	
  Sales	
  Keep	
  Trending	
  Upwards	
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Breakdown	
  of	
  Average	
  Cost	
  as	
  a	
  Percent	
  of	
  Sales	
  (2002-­‐2015)	
   Comments	
  

•  Transporta.on	
  costs	
  con.nues	
  to	
  increase	
  
though	
  very	
  slow,	
  which	
  seems	
  counter	
  
intui.ve	
  with	
  the	
  lower	
  fuel	
  prices	
  and	
  the	
  low	
  
container	
  rates.	
  	
  

•  The	
  value	
  of	
  the	
  goods	
  shipped	
  has	
  increased	
  
and	
  this	
  makes	
  the	
  shipping	
  costs	
  higher	
  

•  	
  Many	
  companies	
  have	
  agreements	
  with	
  
indexed	
  rate	
  increases	
  and	
  don’t	
  renego.ate.	
  

•  Warehousing	
  costs	
  are	
  slightly	
  higher,	
  which	
  is	
  
reasonable	
  in	
  a	
  strengthening	
  economy.	
  

Logis&cs	
  Cost	
  as	
  a	
  Percent	
  of	
  Sales	
  Over	
  Time	
  

0.0%
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  o
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  S
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Transportation Warehousing Customer	
  Service Administration Inventory	
  Carrying

4.62%	
  

2.19%	
  

2.16%	
  

0.37%	
  

0.22%	
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Transportation Warehousing Customer	
  Service Administration Inventory	
  Carrying

•  The	
  cost	
  per	
  hundredweight	
  is	
  a	
  befer	
  
indicator	
  of	
  the	
  actual	
  development	
  of	
  the	
  
freight	
  rates	
  and	
  this	
  indicates	
  a	
  break	
  in	
  the	
  
trends	
  towards	
  higher	
  freight	
  rates.	
  

•  The	
  increase	
  in	
  the	
  warehousing	
  cost	
  reflects	
  
the	
  higher	
  value	
  of	
  the	
  goods	
  stored.	
  

Cost	
  per	
  Hundredweight	
  Over	
  Time	
  
Breakdown	
  of	
  Average	
  Cost	
  as	
  a	
  Percent	
  of	
  Sales	
  (2002-­‐2015)	
   Comments	
  

34.2	
  

23.4	
  

13.6	
  

1.9	
  

1.0	
  


